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INTRODUCTION 


In this discussion the material has tended to show indirectly the 
effect of crises upon business by emphasizing the change in the banke 
ing and monetary systems and in the stock market before and during a 
crisis, There are several reasons for this: 

ae No adequate statistics are available showing specifically 

what has taken place in business during a crisis. 

The full effect of a crisis upon business is never fully 
felt until the crisis has become history and business has 
entered the phase of depression, 

In the last analysis, commerce and industry are basically 
dependent upon a sound currency, adequate banking system, 
end a stock market facilitating the free flow of capital 
into enterprise, There is, therefore, a much closer tie- 
up between this group and business than is at first appre- 
ciated. 


From a careful study of the period since the Civil War, I have 


found that at no time in our history have we had a sound currency, 


sound banking system, and a stock market that served its proper func=- 
tion. At times we have had one or two of these fundamental units of 


sound economic development, but never all three of them. 
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During the latter part of the nineteenth century, the chief issues 


were an unsound currency and a decentralized banking system. Banking 


was too often associated with speculative enterprise and stock mrket 


manipulation. 

The adoption of the gold Standard gave us a sound currency but the 
inelastic banking system continued until the organization of the Federal 
Reserve System in 1913. This left only the stock market in need of re=- 
formation. The stock market has always been more than a market for capi- 
tal. It has not only provided capital for sound and unsound expansion 
and economic development, but it has also provided the great gambling 
center for speculation in railroad, mining, and industrial securities, 
and through association with other exchanges in commodities, it has 
proved to be more than a mirror of economic conditions. It anticipates 
changes, and it is here that we find not only the first indications of 
approaching crisis, but also the first indications of improving busi- 
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CHAPTER I 


The terms panic and crisis are heard so frequently when one is 
Speaking of industrial and financial disturbances, that in many in- 
stances, the words are used interchangeably. Quite naturally the first 
step out of this confusion is to clarify the meaning of the different 
terms. 

Panic is defined as: 

"A sudden widespread fright or apprehension concerning 
financial affairs, resulting in an artificial depression in 
values caused by violent measures for protection or for the 
sale of securities or other property."( 

Another authority defines it as: 

"The prevalence of unreasoning and overpowering alarm in 
financial or commercial circles or in both, leading to sudden 
and stringent restrictions of credit and great shrinkage in 


values, and precipitating failures, often a precursor of a 
financial crisis." () 


On the other hand, crisis is defined as: 


"A time of difficulty, danger, and suspense in commerce 
or finance." (2) 


"A turning point in the progress of an affair or a series 
of events." (4) 


From the preceding information, it is apparent that the panic is a 
short wave of emotion, alarm, and unreasoning fear that may be disas- 


trous in its effects but which is necessarily short-lived. A crisis 


may precipitate a panic, may accompany or even succeed it, but differs 


() WEBSTER*S NEW INTERNATIONAL DICTIONARY 

FUNK AND WAGNALL'S DICTIONARY 

|(3)\WEBSTER'S NEW INTERNATIONAL DICTIONARY 
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&tffees in that the crisis is usually a fundamental and basic condition 
while the panic is more properly psychological. John Stuart Mill drew 
a clear line of distinction between the two when he said; 

"There is said to be a commercial crisis when a great 

number of merchants and traders at once either have, or ap- 

prehend that they shall have, a difficulty in meeting their 

engagements." (# 

It is apparent, therefore, that the crisis is also a relatively 
brief period coming as a climax to an era of prosperity and great in- 
dustrial development, and acting as a forerunner of a period of de- 
clining business and depression that succeeds it. The business cycle 
then, may be summed up as having three distinct phases: prosperity, 
crisis or liquidation, and depression or declining business. 

A great financial crisis usually comes to a climax during the 
spring or autumm due to the fact that in these two periods of the 
year, not only does the trade position receive a severe testing, but 
also the demand for necessary credit is at its IE EE 
crises appear to be closely aligned with financial crises for one 
tends to precipitate the other. In no two periods of criss, however, 
do we find just the same combination of elements. 4 

Crises have the function of bringing to our attention that which 
we would be glad to ignore--namely, that excessive amounts of capital 


have been invested in fixed assets, and that a period of digestion is 


essential. Once the climax has been reached and the process of 


(Q John Stuart Mill, PRINCIPLES OF POLITICAL ECONOMY, 1888, p. 338. 


(2 Alexander D. Noyes, WAR PERIOD OF AMERICAN FINANCE, 1926, pe 582. 
(3) We Ce Mitchell, BUSINESS CYCLES, 1913, p. 582. 
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liquidation begun, it extends rapidly, partially because business men | 


who are called upon to settle maturing obligations immediately apply 
pressure to their debtors. As this process spreads, the liquidation 
becomes more or less iaxsvie! ne crisis ends when this demand for 
prompt liquidation ceases. It ends because the members of a business 
community have, on the whole, successfully withstood the test that has 
been given their ability to meet their financial obligations. Those 
who have been unable to meet their engagements have failed or been 
forced to reorganize. 

Business then enters upon a period of diminishing output and con- 
sumption==not because conditions are still unsound, but because the 
insufficiency of new orders blights the hope of a qiick restoration of 
prosperity/ Hapa suaiws dul continues until the overexpanded industry and 
business have adjusted themselves to the new situation, despondency 
over the future has changed to confidence, or some unforeseen event 
brings prosperity to a given group in the nation whose demand for 
goods creates a demand upon industry and again starts it on the slow 


climb to prosperity. 


President's Committee Report, BUSINESS CYCLES AND UNEMPLOYMENT, 1925, p.15. 


We C. Mitchell, BUSINESS CYCLES, 1913, p. 555. 
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CHAPTER II 


The Crisis of 1873 


A. Background of the Crisis 

In order to fully appreciate the tremendous significance of 
the crisis of 1873 and the terrific shock which it gave to busi- 
ness and financial interests, it is essential to at least briefly 
survey the economic development that preceded its outbreak in the 
early part of September. 

fhe close of the Civil War had caused the return of two great 
armies of soldiers to private life. Industry, however, had made 
such rapid strides during the war and the opening of the west 
meade so much free land available, that these men had been quickly 
absorbed. From 1869 to 1873 had been a period of great prosperity. 
fhe growth of railroads had been phenomenal for between 1867 and 
1873, 32,000 miles of line were built--an amount which exceeded 
the total mileage existing in 1859. This railroad boom had caused 


great expansion in iron and steel making, railroad equipment, and 


0) 
coal and ofl.” he textile industry and the manufacture of boots 


and shoes were growing rapidly due to impetus given by the Civil 
War. The development of farm machinery and equipment was only in 
its infancy but was growing by leaps and bounds. The penetration 
of the railroads westward had caused the population of that sec=- 


tion to grow rapidly. The demand for wheat had attracted many to 


() W. Je Schuter, ECONOMIC CYCLES AND CRISES, 1933, p. 194. 
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the vast prairie country of the west as railroads mde mrkets avail- 
able, Manufacturing of all kinds had been stimmlated by the Civil 
War. Per capita production in the United States from 1864 to 1873 
had increased 50 per a ee growth of tariff barriers had pro- 
tected the many new industries and fostered their expansion. Much 
real progress had been made but the rapidity of the growth was not 
consistent with healthy development. Facilities for the production 
of many commodities had far exceeded the limits of profitable demand 
and muuch of this expansion had been carried on upon an insufficient 
foundation of working capital. When they were subjected to the strain 
of the crisis and the long depression that followed it, many of these 
undertakings failed. 

The most serious weakness was disclosed in connection with 
the odber nr Pg tet of the construction for these roads had been 
financed by the sale of bonds at a heavy discount. Furthermore, 
much of the construction was in areas of relatively scanty popu- 
lation which could not create enough traffic to enable the rail- 
roads to meet fixed charges on their excessive floating debts. 
With the advance of the crisis, railroad construction had to be 
discontinued altogether. This, of course, immediately affected 
all the other industries who owed a large measure of their pros= 


perity to the railroads. 


() Warren M. Persons, FORECASTING BUSINESS CYCLES, 1931, pe 83 
() 0, W. Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, 
1910, p. 1 
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B. The Beginning of the Crisis 


4s so often happens, the crisis was ushered in by an outstand- 


D 
ing Fei cee On September 18, 1873, the failure of Jay, Cooke and 


Company was announced. This old and reputable financial house had 
helped finance the Civil War but had now become insolvent through 
large advances to the Northern Pacific Railroad. This failure was 
in itself relatively unimportant, but it tended to act as a climax 
and to unduly emphasize the two great failures that had preceded 
ite The first of these, the New York Warehouse and Security Com 
pany had been forced to suspend on September 8. Originally organ- 
ized for the purpose of dealing in grain and produce, it had foolishly 
endeavored to finance the Missouri and Texas Railroad. On Saturday, 
September 13, the banking house of Kenyon, Cox and Company had 
failed owing to its endorsements on $1,500,000 of the paper of the 
Canada Southern Railroad, These two failures had caused a flurry 
in the stock exchange but had not been regarded as serious. With 
the failure of Jay, Cooke and Company, however, extravagant ru- 
mors to the effect that several banking and brokerage houses were 
on the verge of collapse spread rapidly and were reflected by a 
decline in the stock market. Country banks began to call back 
their deposits from the city banks and in some cases, individual 
depositors were becoming uneasy and demanding their funds. Public 
confidence had been severely shaken. 


Early on the morning of September 20, the Union Trust Company 
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and the National Bank of the Commonwealth closed. The stock ex- 
change reacted to this information by such a rapid decline in prices 
that the governing board met at eleven o'clock and determined to 
close the exchange until some semblance of order was WO Nh 
exchange remained closed for ten days, 

With the closing of the exchange, one journal said, 

“We are passing through a season of great doubt and 
depression, Financial rottenness has been disclosed where 

all was believed fair and sound.” (2 

This seems to epitomize the prevailing distrust and apprehen= 
Sion, 

The business of the country had been carried on upon a fixed 
amount of inconvertible paper money consisting largely of green- 
backs issued during the Civil War. Under the National Banking 
System, the bank=-note circulation was very irresponsive to vary- 
ing trade demands, In time of crisis, national bank notes could 
not be depended upon to provide additional NOH This was 
partially due to the limitation of the government bonds against 
which bank notes could be issued and partially due to the fact 
that gold was not available to serve as a basis of note issues. 
The situation was acute and in order to allay the panic, it was 
absolutely necessary to secure cessation of further loan contrac= 
tion or the failures would rapidly spread to other branches of 
trade and even further endanger the banking structure. 

() Vommercial and Financial Chronicle, September 20, 1873, ps. 382. 


(2) Commercial Bulletin, Saturday, September 20, 1873, p. 2. 
(p Edwin W. Kemmerer, THE A. B. C. OF THE FEDERAL RESERVE SYSTEM, 1929,p.13 
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To meet this situation, the New York banks in the Clearing 
House Association determined, on September 20, to authorize the 
issue of certificates of deposit based upon bills receivable or 
other securities deposited with the clearing house by member banks 
and subject to the approval and acceptance of a committee of seven 
appointed by the clearing Ease certificates paid seven 
per cent interest and were acceptable in the settlement of bank 
balances at the clearing house for a period up to November 1. 

The total issue of these certificates amounted to only $26,505,000." 

The action of the exchange and the clearing house appears to 
have been opportune, for on Monday, September 22, the worst stage 
of the crisis evidently had passed. The financial and banking 
aspects of the crisis now began to give way to the commercial 
stringencies of the situation. Foreign exchange was so depressed 
that great difficulty in moving the crops eastward and abroad 
was beginning to be experienced by the middle of the week. Prices 
of domestic merchandise had begun to decline and the domestic 
exchanges, due to inability to secure remittances, had become 
slevegnan ae September 30, hoarding of currency was in evidence 
and the consequent development of currency premiums tended to 


keep funds from finding their way to the banks. This in turn 


led to difficulty in securing funds for pay rolls, Greenbacks 


OO. We Sprague, HISTORY OF CRISES UNDER NATIONAL BANKING SYSTEM,1910,p.50 
@ Charles A. Conant, A HISTORY OF MODERN BANKS OF ISSUE, 1927, pe 6566 
(» Commercial and Financial Chronicle, September 27, 1875, pe 429. 
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commanded a premium like gold and by October 18, money, i.e., cash 
was worth (in premium) 150 per cent per annum, . 

The continued deep distrust of the banks and the hoarding of 
currency retarded the marketing of goods with the result that 
prices continued to decline slowly. Many factories in various 
parts of the country began to shut down either due to inability to 
meet pay rolls or because business was either declining or at a 
standstill, (> 

It has been pointed out that one of the basic causes of the 
crisis was construction and unsound expansion of many railroads, 
This had been growing increasingly evident as numerous roads were 
forced to default on their interest payments due to insufficient 
earnings on capitalization. Many of these roads could never oper- 
ate at a profit until thousands of settlers moved in and occupied 
the sparsely settled regions through which many of these roads 
rane By the fifteenth of November, the sum total of railroad 
bonds on which interest was overdue and unpaid reached the sum 
of $217,959,311 or 13 per cent of all railroad indebtedness out- 
tee The railroad difficulties of course made financing 


of further construction impossible at this time. The result was 


that only 4,097 miles were constructed during 1873 as against 


f) 
5,875 miles in 1872 and 7,379 miles in 1971.” practically all of 


() Commercial Bulletin, October 16, 1873. 

() Commercial and Financial Chronicle, November 1, 1873, De 436. 
(J Ibid, November 15, 18735, p. 647. 

@& Roger W. Babson, BUSINESS BAROMETERS, 1912, p. 129-130. 
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this had been built before the crisis had assumed alerming propor- 
tions, 

The crisis which had started in New York as a financial affair 
had rapidly spread to the other cities and towns throughout the 
country so that by the eleventh of October, the damage to business 
in the interior began to have a marked reaction upon the business 
in New York.” This depression in business throughout the nation 
diminished the requirements for use of money in general circulation 
so that by the third week in October, there was a pronounced move=- 
ment of cash to the «Rg 

Of all the sections suffering from the crisis, the west ap=- 
peared to be standing up remarkably well--due perhaps, to the fact 
that exports were growing with the resumption of foreign gestaaeas 
No doubt much of this increase in exports had been due to the stim- 
lus given by the rapid decline in the price of wheat with the onset 
of the crisis, Wheat had fallen from $1.13 a bushel on September 19 
to $.90 a bushel five days later, With the resumption of foreign 
exchange, that price had rapidly risen above a dollar and continued 
to fluctuate within a relatively narrow range. 

Declining trade with the consequent return of currency to the 
banks brought about a tendency toward easier rates in the money 


) 
market by the first week in December, Premiums on currency had 


( Commercial and Financial Chronicle, October 11, 1873, p. 493. 

() QO. We Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, 
1910,p.81. 

() Commercial Bulletin, October 18, 1873. 


__|‘% Commercial and Financial Chronicle, December 13, 1873, p. 442. 
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declined and by December 20, they had disappeared. The condition 
of the New York City banks was reported to be good and clearing 
house certificates outstanding amounted to only $3,605,000. Final 
cancellation of these certificates took place on January 14, 1874. 
The volume of business was small, speculation had died out in the 
few staples in which it had lingered, and there was a general dis- 
position to wait and see what the new year would bring forth. This 
strengthening of bank reserves, declining trade, elimination of 
fear and apprehension, and the return of currency to par obviously 
marks the end of the crisis, 

It may be pointed out from the preceding material that there 
was a total absence of the three fundamental economic requisites 
for sound industrial development--namely, sound currency, a sound 


banking system, and a stock market that performs its proper func- 


tion during the boom that ended in this crisis, The currency was 
a redundant, irredeemable paper money. The banking system was 


weak, decentralized and incapable of unified action. The stock 


market, the least important of the three requisites at this time, 


was also unsound. The basis of the boom had been the railroad 


development which was financed largely through bonds with a good 


portion of the so-called “water™ in the form of stock which was 
either given as a bonus with the purchase of bonds or largely 
retained by the organizers of the railroads. The point remains, 


however, that the majority of listed stocks at this period were 


@) Commercial and Financial Chronicle, December 20, 1873, pe 443. 
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those of railroads and that the market value of many railroad stocks 


was based solely upon the future,anticipated earnings. If we look 
upon the stock market's function as that of providing a place for 
the purchase and sale of capital, it becomes increasingly clear 


that the stock market in 1873 was not performing its function. 
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CHAPTER III 


The Crisis of 1864 


A. Prosperity and Decline 

The depression which followed the crisis of 1875 lasted until 
the summer of 1879. Harvest failures and crops which were smaller 
than usual throughout Europe and a favorable season in the United 
States created excellent conditions for large exports of farm 
products. Prices for wheat were high so that the farmers and the 
grain-carrying railroads enjoyed good incomes. The prosperity of 
these two groups created a demand for other commodities and thus 
stimulated manufacturing which in turn affected other producers 
of raw materials. Thus, one demand stimulated others and the 
recovery was rapid. This wave of prosperity continued during 
1880 and 1881 but culminated in 1882 when business began to re= 
cede. The volume of business continued to decline during 1885 
but it was not until May 1884 that the crisis became acute. 

The crisis of 1884 was of a financial nature, Business had 
been slowly diminishing for nearly two years when the crisis oc=- 
curred. No doubt this is the chief reason that the depression 


which followed was so brief and had such a small effect upon 


2) 
industry. It also partially explains why the financial crisis 


failed to have the disastrous effect upon business that has so 


(JW, C. Mitchell, BUSINESS CYCLES, 1913, p. 45. 
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often accompanied violent fluctuations in the financial markets. 
During August 1883, the Wall Street National Bank had gone 
into voluntary liquidation due to over=certification of checks. 
There had also been many commercial failures and a number of rail- 
road receiverships but no outstanding or alarming banking or fi- 
nancial Hl etbe” Ghumeatey and security prices had shown, in 
sympathy with business, considerable decline although bank loans 
expanded slightly. Some writers have said that the changes in 
the tariff were a major cause of the crisis but there appears to 
be no foundation for this belief. 
The abandonment of silver as a basis of note-issues had by 
this time been nearly completed in Europe. In 1878, the United 
States, through the passage of the Bland=-Allison Act, a compro- 
mise measure, had provided for the monthly addition of two to 
four million dollars* worth of silver to the monetary resources 
of the nation. It had been pointed out that gold production 
was diminishing and that use of silver would not only raise the 
value of the metal but would preserve and not depress prices. es 
Throughout this period, the prices of farm products were low due 
to the overexpansion of agriculture. The Bland-Allison Act was 


really intended as an inflationary measure for it was obvious 


(4 O. W. Sprague, CRISES UNDER THE NATIONAL BANKING SYSTEM, 1910, p. 108. 
@ Alexander D. Noyes, FORTY YEARS OF AMERICAN FINANCE, 1909, p. 96. 
(Q) Ae Barton Hepburn, HISTORY OF CURRENCY IN THE UNITED STATES,1924, p.2767 
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that there was considerable old coin stored up in Europe that 
was yet to be sold. By 1880, it had been clearly demonstrated 
that silver was continuing to fall in price and that the United 
States Treasury was getting such a large amount of silver into 
its reserves that there was slight possibility of getting or 
keeping most of it in circulation. In 1884, the silver funds in 
the Preasury had increased to $53,000,000. A continuation of 
the silver policy would soon either impair the gold reserve of 
the country or compel the use of silver for payment of gold ob=- 
ligations, thus bringing about the silver standard. @ 
B. The Development of the Crisis 

The rapid increase in silver reserves had not passed un= 
noticed in Europe. Foreign investors were becoming distrust=- 
ful of the ability of the United States to continue gold payments 
in the near future. This fear was intensified by the action of 
the Sub-Treasurer in New York City, who on February 21, 1884, 


in a letter to the manager of the Clearing House Association, 


intimated that it might be necessary to use silver in payment 


of government balances. This ill-judged hint had the effect of 
spreading greater alarm among foreign investors in American 
securities. These securities were returned to New York for 
sale and the money converted into gold and shipped abroad. In 
March, these shipments amounted to $12,200,000 and during April 


they rose to $21,000,000. 
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By the first of January 1884, the New York and New England 
Railroad had been placed in the hands of a receiver, During 
February, March and April, there were many unfavorable balance 
sheets published and the fall in prices became accentuated not 
only in the stock exchange, but in all sasttoneite The decline 
of commodity prices had been steady for three years. 

The crisis began on Thursday, May 8, with the failure of 
the well-known brokerage firm of Grant and Ward. Ferdinand 
Ward, who was supposed to be a financial genius, had formed 
@ partnership with General Grant's son in order that the firm 
might enjoy and profit by the publicity that would be associated 
with a great name. This unscrupulous financier had secured loans 
from his friends and also from these people he had met through 
the Grants. He agreed to repay these loans plus 100 per cent 
in ninety days but was wise enough to realize that the people 
would reinvest their money. The profits were to be made by 
speculstion in the stock market. He continued this insane 
scheme for nearly two years, during which he constructed a 
pyramid of liabilities he could never hope to liquidate. The 
Grents lost their entire fortune. From one banker, James D. 
Pied WardrecteretsG§p4ae\000s -ehe total LeEValistes vere 
$17,000,000 and the assets $700,000. The majority of those 
who suffered most through Ward's manipulations were people who 


had been attracted by the honor and respectability of the Grants. 


() Clement Juglar, BRIEF HISTORY OF PANICS, 1916, p. 106. 
Cs. A. Collman, OUR MYSTERIOUS PANICS, 1931, p. 127-128. 
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This failure involved the Marine National Bank whose presi- 
dent was a partner of Grant and Ward. The bank failure proved to 
be the last straw, the credit system in use for stock operations 
collapsed, machinery for making exchanges was disrupted, and no 
one wanted stocks or anything else but — An unreasonable 


panic prevailed with a great fall in prices as well as disastrous 


() 


results to brokers and their customerse 


On Wednesday, May 13, it became known that John C. Eno, 


the young president of the Second National Bank had stolen 


$3,185,000 in securities and cash from the bank. The institu-~ 
tion was saved from bankruptcy only by the prompt action of 
the directors and the young man's father who made good the dez= 
falcation. 

The next day, the Newark Savings Bank of Newark, New Jersey, 
suspended, due in large measure, to the speculation of its presi- 
dent who was also a Wall Street broker. The failures were now 
numerous and important; the West Shore Railroad, the Philadelphia 
and Reading, the Metropolitan Bank, George I. Seney,a well-knowm 
financier, and eight prominent banking houses in New York were 
among those failures. The excitement and consternation in the 
stock market was further increased by the operations of a group 
of bear operators who were seeking to ruin Jay Gould. One journal 


Saids 


C Commercial and Financial Chronicle, May 17, 1884, p. 502. 
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“Every day adds to the unsavory disclosures and 
to the list of failures, The continuance of troubles in 
financial circles has had an unfavorable effect upon gen=- 
eral trade. Foreign exchange is depressed. Coal production 
is to be further restricted." @ 


During this period, rates of discount had risen to as high 


2) 
as 4 per cent a day's On May 14, the New York Clearing House Asso= 


ciation met and decided to issue clearing house certificates. The 


rapidity of the decision with which the banks met the situation did 


much to reestablish confidence throught the nation. These clearing 


house certificates paid only 3 per cent interest as compared with 


seven per cent during the crisis of 1873, The Metropolitan Bank 


was enabled, through the deposit of securities and other collateral 


with the Clearing House, to reopen its doors on May 15 the day 


after it had been forced to suspend. The maximum issue of their 


certificates did not exceed $24,900,000, of which $7,000,000 were 


for the Metropolitan Bank they were truly a most efficacious 


device for improving the financial situation. Thie becomes mech 


clearer when we realize that the people, feeling the danger of 


silver coinage, had withdrawn $33,500,000 in deposits from New 


York banks during March and april? Deposits in national banks (a) 
3 
fell from $1,060,778,388 on April 24 to $979 ,020,349 on June 20, 1884. 


In view of the stringency of the situation, this decline of less 


than 10 per cent as compared with a decline of more than 16 per 


cent in the crisis months of 1873, is rather surprising. 


( Gommercial and Financial Chronicle, May 24, 1884, p. 621. 
Clement Jugler, BRIEF HISTORY OF PANICS, 1916, p. 107. 

@ Tea. we 11% 

/‘) Commercial and Financial Chronicle, May 51, 1884, p. 629. 
6D Charles A. Conant, A HISTORY OF LODERN BANKS OF ISSUE, 1927, p. 662. 
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The action of the Clearing House soon ended the crisis. 

By the end of June, the decline in values appears to have 
reached bottom, The action of the New York banks had saved the 
banking difficulties from spreading throughout the country, but 
of course it could not prevent the large number of failures which 
continued to be reported during June, July, and August with, how- 
ever, decreasing frequency and smaller liabilities. By the end 
of the year, the liability of the losses had grown to the sum 
of $240,000,000. These losses were borne almost entirely by fin- 
anciers and speculators rather than by manufacturing and commer=- 
cial omen” 

The crisis appears to have been over by the middle of June 
when the balanced at the Clearing House were again paid in cash. 
A number of provincial banks failed for a time but there were no 
further failures of large city banks. Factories continued to 
shut down and as the summer progressed, railroad earnings showed 
that there had been a considerable decline in traffic as well as 
in passenger movement. Wages declined, strikes increased in num 
ber and prices not only of commodities, but also of stocks and 
bonds, were lower as the nation moved into a short but rather 
severe depression. 

In looking back upon the crisis of 1884, it becomes appar= 
ent that, although the threat of silver tended to undermine con= 


fidence in the currency, it could not be said that the currency 


() Clement Juglar, BRIEF HISTORY OF PANICS, 1916, p. 102. 
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was unsound at this time. The greater cause of the difficulties 


was undoubtedly due to an unsound banking system and the unfor=- 


tunate, but close relationship between a manipulated stock market 


and corrupt banking. 
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CHAPTER IV 


The Crisis of 1893 
A. Background 


In studying this crisis, it is essential that two things be 
kept in mind clearly, first, that it was not just a domestic af 
fair but a part of the world depression of udetael aud secondly, 
that the silver question was a vital factor in the crisis and the 


economic disruption that attended it. 


In a large measure this crisis was an afterclap of the Baring 


a) 
failure in 1890s British and European investors had purchased mil= 


lions of dollars' worth of American and Australian securities. The 
discredit which fell upon Argentine and other South American invest- 
ments with the failure of Barings aroused suspicion regarding other 
foreign securities. This resulted in an irresistible movement to 
unload such securities and transfer the capital to home investments. 
While credit conditions in the United States and Australia were in 
no wise comparable with the discreditable situation in Argentine, 
mich of the capital had been invested in unproductive enterprises. 
Investments in American industries would have required large in- 
terest payments to Europe prior to 1893 if American enterprises had 
not, before this time, proved so attractive that the interest upon 
them was constantly reinvested, 

Since 1884, the United States had gone through a period of 


great economic development. The policy of the railroads and the 


Prank P. Weberg, BACKGROUND OF THE PANIC OF 1893, 1929, p. l. 
(2) Charles A. Conant, A HISTORY OF MODERN BANKS OF ISSUE, 1927, p. 668. 
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government of throwing open the west to settlers on generous terms 


had been followed by the influx of a large and industrious popu- 


lation. The effect was clearly visible during the years from 1886 


to 1890 in a rapid expansion of trade and business and the steady 


Z 
extension of bank credit. By 1891, the wheat crop was the largest 


on record; the cotton, corn and oat crops were tremendous and prices 


were good because of the shortage of European harvests for that 


year,@ 


With the recovery of European crops, the next year we come to 


a climax of three of the chief economic factors that produced a 


profound influence in causing the crisis: 


&e Heavy load of farm indebtedness due to rapid westward 


expansion. 


be Unremunerative prices for agricultural staples particu- 


larly the grains. 


c. Railroad receiverships caused by unwise and premature 


expansion into sparsely settled and unproductive areas. 


The shortage of European crops in 1891 had postponed the 


crisis in the United States by providing an unexpectedly large 


market for American wheat. With the return of a normal harvest 


to Europe, the prices of American farm products, especially wheat, 


had declined rapidly. The debt burdens of western farmers and 


the railroads dependent upon farm prosperity for traffic reve- 


nues now began to be keenly felt. The decline in farm purchasing 


iE W. Jett Lauck, CAUSES OF THE PANIC OF 1893, 1907, p. 6. 
4 Ibid, De 79-80. 
(3) 0-6 W. Sprague, HISTORY OF CRISIS UNDER THE NATIONAL BANKING SYS 
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power meant a decreased demand for eastern manufactured goods 
which in turn meant a lesser demand for other raw materials. 


"It has become established that one feature before 
and at the outbreak of the crisis in the United States 
was the heavy withdrawal of foreign loans. This with~ 
drawal did not make its influence felt here until after 
1890, The inflation in the currency, which was occa- 
Sioned by the issue of silver certificates, beginning in 
June 1890, for a time relieved the money market and tended 
to postpone the crisis, but rendered it more severe when 
it came. Foreign investors feared a change from the gold 
to a silver standard with the result that there was a very 
heavy withdrawal of foreign investment in 1893." (” 


During the first five months of 1893, the net loss of gold to 
, re) 
Europe was nearly $60,000,000. From the passage of the Sherman 


Act in 1890 the Treasury was forced to the necessity of constant 


expedients to keep its gold and replenish the amounts lost. Gold 
was secured by exchange and appeals in the autwm of 1892 and the 
early months of 1893 to the generosity and patriotism of national 
banks, which still held considerable stores. 
Be The Silver Question 

With the abandonment of the double standard by the leading 
nations of Europe and particularly by the German Empire in 1873, 
there had naturally resulted a greatly diminished market for sil= 


(W 
Vere 


In the United States, the Sherman Act of 1890 had provided: 


"for the compulsory purchase by means of an issue 
of legal tender Treasury notes of 4,500,000 ounces of 
silver monthly, at the market price, not to exceed a 


C Theodore &. Burton, FINANCIAL CRISES, 1902, p. 296. 
‘ eat: Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM,1910, 


7 Charles A. Conant, A HISTORY OF MODERN BANKS OF ISSUE, 1927, pe. 672. 
¥ 4A. Barton Hepburn, HISTORY OF CURRENCY IN THE UNITED STATES, 1924, pe 271 


a cost of $1.2929 per ounce. Dollars were to be 
coined for one year, and thereafter only as they 
were required for redemption of notes, which were 
made redeemable in gold or silver at the govern- 
ment*s option. No greater or less amount of notes 
was to be outstanding than the cost of the bullion 
and the dollars coined therefrom in the Treasury, 
and silver certificates might be issued on the sur- 
plus dollars coined. The act also declared it the 
purpose of the government to maintain gold and sil- 
ver at parity; the fund of lawful money held for re- 
demption of notes of liquidating or reducing banks 
was "covered into the Treasury’ instead of being 
held as a trust fund, the notes to be redeemed to 
be treated as a debt of the United States." (VW) 


The outlet for the surplus silver displaced by gold in the 
currency of European countries was chiefly in India and the far 
Easte But the East could not absorb all of this and the logical 
outcome was a decline in silver. This was first noticed in 1872, 
and by 1878, the value of silver had dropped to $1.15 per ounce 
er 17 cents below the quotation of 1a72 By 1878, the bullion 
in a silver dollar was worth only 89 cents. Between July 1, 1891 
and January 1, 1892, the circulating medium had undergone an ex=- 
pansion of $104,207,636 as a direct result of the Sievnat dees > 

When the British Government closed the mints of India on 
May 31, 1893 to the free coinage of silver, the price of silver 
dropped from 82 cents to 67 cénts per Beer 
For several years prior to the election of Benjamin Harrison to 
the presidency, the government had completed its fiscal year with 
303 
(4. Barton Hepburn, HISTORY OF CURRENCY IN THE UNITED STATES, 1924,p.2%% 
A) W. Jett Lauck, CAUSES OF THE PANIC OF 1893, 1907, p. 18 


@Ibid., p. 84, 
@Frank P. Weberg, BACKGROUND OF THE PANIC OF 1893, 1929, p. 8. 
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a comforteble surplus. This, of course, was long before the days 
of governmental budgets. In some years, this surplus had been 
quite large. It was the fiscal policy of the Harrison Administra- 
tion to increase government expenditures and cut down receipts from 
customs duties and thus eliminate the surplus by balancing income 
and expenditures. This policy weakened the resources of the Treas- 
ury and thus made more favorable conditions for the play of the 
fundamental causes of the crisis. o 

In 1890, the Treasury gold ae had been $185,000,000 and 
by the time the silver purchase clause of the Sherman Act had been 
repealed, this reserve had shrunk to less than $80,000,000 and 
there was increasing danger that the United States would be reduced 
to a silver basis.” 

“Phe chief cause, therefore, to which the crisis of 

1895 is in a large measure attributeble, consisted of a 

widespread fear both in Europe and the United States that 

the government would not be able to maintain a gold stand- 

ard of payments." (3) 
C. The Course of the Crisis 

This crisis was essentially a monetary crisis and its typi- 
cal feature was the failure of many banking and financial insti- 
(Y 


tutions. 


The first serious disturbance was created when the Philadelphia | 


W. Jett Lanck, CAUSES OF THE PANIC OF 1893, 1907, p. 122. 

() Prank P, Weberg, BACKGROUND OF THE PANIC OF 1893, 1929, p. 61 
) W. Jett Lauck, CAUSES OF THE PANIC OF 1893, p. 119. 

i) Ibid., pe 119. 
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Y 
and Reading Railroad failed on February 26, Like many other roads, 


the Reading had expanded beyond its resources. It had been a leader 
in absorbing Pennsylvania coal properties as well as securing a 


foothold in the New England reilroad field. The result was the 


growth of an enormous floating debt which soon forced the road into 
the hands of a receiver. The immediate effects of the failure were 
moderate, but its psychological effect was bad, for it aroused 
doubt in the financial world as to the fundamental condition of 
other roads and businesses. This of course depressed the stock 
market which continued on its downward course throughout March 
and April. A contributory feature of this decline was the tend=- 
ency to high call loan rates and the contraction of bank loans. 

When Cleveland became president for the second term, he urged 
the repeal of the Sherman Act, attributing to it the unhealthy 
condition of business and the fall of the gold reserve, which was 
just over the $100,000,000 mark 7 

By the middle of April, a marked decline had taken place in 
the movement of general merchandise and there was an increased 
caution on the part of buyers in placing ae This feeling 
continued to become more pronounced and was intensified by the 


knowledge that large withdrawals of gold for export continued, 


M O. We Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, 1910, 
Pe 163. ‘ 

@ Commercial and Pinancial Chrongfle, February 25, 1893, p. 3ll. 

(P Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, pe 163. 

(Y Prank P, Weberg, BACKGROUND OF THE PANIC OF 1893, 1929, Pe 57. 

(© Commercial and Financial Chronicle, April 15, 1893, pe 628. 
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It was also emphasized by rumors that the Secretary of the Treas- 
ury would exercise his discretion to redeem the Treasury notes 
of 1890 in silver, keeping the $100,000,000 in gold for the re- 
demption of the old legal tender meses kat every business re= 
cession, there appears to be a tendency upon the part of business 
men to blame the banks, government, or some outside influence re=- 
gardless of the amount of effect it may be having upon conditions. 
At this time, silver was one of the contributing causes of the 
business decline but there appeared to be a growing feeling that 
it was the only cause. 
On May 4, a drastic decline took place in the stock market 
and was followed by further declines during the week of May 8. 
A marked recession had taken place ins teel production and many 
iron and steel prices had touched a lower figure than ever was 
known uate; eam 5, said National Cordage Company failed. 
During the latter part of May, news of the failures of many 
local concerns in various lines of trade, and the further diffi-= 


culties among banking institutions in the west and south added 


further to the already great apprehension in the ae ae ap= 


prehension was somewhat allayed on Tuesday, June 6, by the an= 
nouncement by President Cleveland of his purpose to call an extra 


session of Congress between the first and the fifteenth of Septem- 
¥) 
ber in an attempt to secure the repeal of the silver laws 


2 Commercial and Financial Chronicle, April 22, 1893, p. 644. 
@ Ibid., May 13, 1893, pe 775.6 
(3) Ibid., May 27, 1893, pe 888, 
(#Tbid., June 10, 1893, p. 946, 
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By June 17, another alarming feature had become more evident 


with the decline in New York bank reserves. The withdrawal of 


funds from these banks was directly due to the large number of 
banking failures, both state and national, in the south and west. 
The reserve of the New York banks was reduced from $134,000,000 
to $110,000,000 and the surplus reserve fell from $24,600,000 

to setxadioiek ata distrust of the western banks was spreading 
and, although the ability of the New York banks to maintain pay- 
ments was not as yet in qestion, the machinery for the issue of 
clearing house loan certificates was set up as a precautionary 
measure. It is probably true that if no further banking failures 
had occurred, the reserves of the banks would have increased 
rapidly because of the general trade depression that was gaining 
ihicitin ea 


There had been a vast increase in business failures begin= 


In June, they had reached imposing figures, while 


ning in May. 
during the worst week, July 14-21, there were five hundred and 


twenty~seven failures as against one hundred and seventy-nine in 


(2) 
the same week of the preceding year. For the whole year there was 


an increase of 51.5 per cent over 1892, These failures were re- 


flected in the interest rates of commercial paper which were quoted 


%) 


as high as 12 to 18 per cent during the worst period of the crisis. 


@0. W. Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, 
1910, pe 169. 

(} Ibid., pe 173. . 

(3) Frank S, Philbrick, MERCANTILE CONDITIONS OF THE CRISIS OF 1893,1893, 


Pe 93- 
(¥/ Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, pe 175. 
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Receiverships among railroads were particularly noticeable. 
Between June and December, one hundred and fifty-six railroads went 
into the hands of eS These included such well-known roads 
as the Lake Shore, Erie, Northern Pacific, Union Pacific, and Atchi- 
sone A good conception of the plight of the railroads is gathered 
from the returns of the following year. Railroad earnings declined 
$147,390,077 during the year ending June 30, 1894 as compared with 
the previous year, or 12.07 per cent of the gross dann tnaad 

It was during the third week of July that the second great 
wave of distrust of banks spread over the west and scent mbes than 
half the banks of Denver suspended and there were scattered fail- 
ures throughout that section. This, of course, stim lated further 
withdrawals from New York. News of bank failures in Chicago, Indian- 
apolis, Milwaukee, and smaller cities, the failure of the Erie Rail- 
road and the resulting decline in the stock market, made the situation 
even more critical. It is interesting to note that of the three hun- 
dred and sixty national and state banks that suspended during 1893, 
with liabilities of $109,547,556, no less than three hundred and forty- 
three with liabilities of $96,409,483 occurred in sections of the 
west and sawn 


Suddenly, the banks throughout the country were forced to par~ 


tially suspend cash payments. Throughout this period, however, the 


() Warten Mi. Persons, STATISTICAL 4ND CHRONOLOGICAL CHART-~1875-1930. 
PY Charles:4. Conant, A HISTORY OF MODERN BANKS OF ISSUE=-1927, pe 680. 
(9 W. C. Mitchell, BUSINESS CYCLES, 1913, p. 56. 

(® A. De Noyes, THE BANKS AND THE PANIC OF 1893, 1894, p. 15-16. 
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banks in the reserve cities followed the policy of discounting 
freely for all solvent customers. Suspension not only increased 
the public distrust, but also deranged domestic exchanges and made 
it increasingly difficult to' secure money for pay rolls. Hoarding 
was certainly increased by the bank restrictions on withdrawals. 
Deposits of cash in banks almost wholly ceased and thus made the 
situation worse. The hoarding of money was noticeable by the sec= 
ond week in August and by the sixteenth of the month, there was a 


premium on cash. Before the crisis was over, this premium had 


0) 
risen in some parts of the country as high as 5 per cent. The 


inflexibility of the issue of banknotes under the National Bank- 
ing System of course made it impossible for the banks to meet the 
situation except by the issuance of clearing house certificates, 
partial suspension, or the slower method of gold purchases. The 
hoarding of cash and the resultant development of premiums natu- 
rally had the effect of causing the importation of gold because 
of the possibilities of profit. In many commnities, the situa- 
tion was partially met by the issuance of money substitutes. 

The first-two weeks of August were the worst for general 
trade and undoubtedly the most severe throughout the whole crisis, 
When the situation was at its worst, President Cleveland convened 
Congress in the extra session, August 7, which he had proposed in 
Junee In his message he attributed the chaotic condition of business 

@0. W. Sprague, HISTORY OF CAISHS UNDER THE NATIONAL BANKING SYSTEM, 


1910, pe 196. 
@ Ibid,, p. 206. 
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to the silver law of 1890 and strongly recommended its repeal. He 
pointed out that in three years, the Treasury had lost $132,000,000 
of gold and gained $147,000,000 in teat ye this rate, all the 
Treasury funds would soon be in silver, and the maintenance of parity 
between gold and silver would be impossible, 

A bill repealing the silver purchase clause of the law of 1890 
was introduced in the House, after @ sharp debate, was passed on 
August 28 by a majority of 131 votes. Although the Se@ite delayed 
action until the last of October, the unexpected vote of the House 
restored confidence in the country's financial integrity and marked 
the close of the worst part of the criaig. ae the middle of Septem= 
ber, the banking situation had shown considerable improvement. The 
business depression which followed was complicated by the continued 
uncertainty about the monetary intare wits Congress had re=- 
pealed the silver purchase law, it refused to enact measures which 
President Cleveland recommended in order to firmly entrench the 
gold reserveoe 

That the crisis was clearly a banking development of the 
western and northwestern part of the country is shown by the fol= 
lowing figures. There was a total of 585 bank failures among na- 
tional, state, and private banks, Of this number, 215 were in the 
west and 147 were in the north west. These banks contributed 59 


13 
per cent of the liabilities of all failures. The south held 69 


Y&. Barton Hepburn, HISTORY OF CURRENCY IN THE UNITED STATES, 1924, p. 350 
(2W. Jett Lauck, CAUSES OF THE PANIC OF 1893, 1907, pe 108, 
(J We Co Mitchell, BUSINESS CYCLES, 1913, p. 57. é 
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per cent and the Pacific states, 15 per cent of the liabilities, 
while the remainder or 1l per cent was found in the Eastern and 


Middle Atlantic ahetenn 


This showing is all the more remarkable 
when one considers the wealth and dense population of the east 
as compared with the wealth and scanty population of the west at 
that time. 

In this crisis, far more than in the preceding one, the sil- 
ver issue diminished both public confidence and gold reserves to 
such a low point that it may be said the currency was on an un= 
sound basis, The unsoundness of the banking system was reflected 
in the extensive bank failures and the nationwide partial suspen= 
sion of cash payments. The numerous railroad receiverships, busi- 
ness failures, and the rapid decline of prices in the stock market, 


seem to be adequate evidence that the stock market was not yet per=- 


forming its proper functions. 


(2 Frank S. Philbrick, MERCANTILE CONDITIONS OF THE CRISIS OF 1893, (1894,) 
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CHAPTER V 


The Crisis of 1907 


A. The Trade Boon 


During 1905 and 1906, there had been a tremendous world-wide 


industrial boom and expansion which was limited only by the bounds 
of eiesitaghieu gu the United States, this upward movement had 
started in 1903 and reached its highest point during 1906. Rapid 
advances had been made in agriculture, mining, manufacturing, and 
banking. This was a period of reorganizations, great mergers and 
combinations that had begun in the latter part of the nineteenth 
century and were rapidly growing so strong that President Theodore 
Roosevelt had become the champion of the people against them. It 
was a period of great stock flotations. The papers were full of 
advertisements of mining, oil and miscellaneous ventures, many of 
which were undoubtedly fraudulent, Advertising was rapidly becom 
ing recognized as the best and cheapest way of creating a great 
volume of sales. 

But back of all this growth and expansion there was a general 
belief that the country was in the midst of an impregnable pros-= 
perity. This belief not only fostered extravagant expenditures by 
many of the people but it also stimlated an appetite for specula-~ 


tion. 


( Alexander D. Noyes, FORTY YEARS OF AMERICAN FINANCE, 1909, pe 3256 
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For many years it had been a cardinal doctrine in American 
banking circles that a crisis like those of 1873 and 1893 would 
never again occur in this tess hn country was on the gold 
standard and the banks were apparently sound and possessed large 


resources. Another factor was the failure of forecasts of crises 


in 1901 and again in 1903 to amount to mech. There was also a 


prevalent belief in the twenty-year cycle. This interval had 


separated the crises in 1873 and 1857 and those of 1873 and 1893. 


The next one, therefore, was not due until 1913. 


Optémism was general for the volume of domestic and foreign 


trade had expanded month by month throughout 1905 and 1906. In=- 

dustrial production had grown, prices and wages had risen rapidly, 
railroads were finding it difficult to handle the huge quantities 
of freight that was offered and the farmers had abundant crops 
for which the prices were goode Much of this optémism was undowbt= 


edly based upon the gradual rise that had taken place in prices, 


over a period of years. This in turn is traceable to increased 


gold output. 


The annual average production of the world for twenty 


years ending with 1890, was $110,544,000. By 1902, this had in- 
creased to $221,635,000 and by 1906, the annual production was over 
$400,000,000. 

Be The Banking Situation 
The weak link in this chain of growth and expansion was the 


financial and banking system. Although the United States had 


34~ 
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adopted the gold standard, the country still had the national 


banking system and its relatively inflexible currency, The nor=- 


mal condition of the banks was one of lack of preparation for emer= 
iG 


gencies. They did not have adequate lending power nor did they have 


@ surplus cash reserve available except during periods of trade de- 


pression when there was but a small demand for loans. Another 


weakness of this system was its failure to provide a central bank 


which, among other things, should supply a central reservoir for 


reserves which could not only be used as a basis of credit expan- 


Sion, but also as a reserve for panics and the resultant bank 


runs that accompany eee 


The great industrial expansion overtaxed the money market. 


It was necessary to resort to foreign borrowing upon finance 


Interest rates continued to rise and 


bills on an immense scale. 


it became harder and harder to sell commercial paper and long 


term bonds. Even the strongest railroads were forced to substi- 


tute two- to three-year notes to meet their most pressing capital 


requirements. When corporations of the highest standing are ex~ 


panding upon this basis, it is obvious that they are hampered by 


lack of sufficient working capital, that their current obligations 


are increasing, and that bank credits are being used to their full- 


est extent. es - 


The essential unsoundness of this situation appears to have 


(0 Oe We Sprague, HISTORY O# CRISES UNDER THE NATIONAL BANKING SYSTEM, 


a 


3)Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, De 238. 


A. Barton Hepburn, HISTORY OF CURRENCY IN THE UNITED STATES, 1924, p.589 
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been somewhat obscured by the ease with which the growth of the 
trust companies facilitated the shifting of millions of dollars 
of loans and deposit Webi lixies ke subsequent events proved, if 
these trust companies, all of which carried smaller reserves than 
the national banks, were forced to contract their banking opera- 
tions, it would jeopardize the whole banking structure and make 
it necessary for the national banks to go to the aid of the trust 
companies with their resources, 
C. The Copper Gamble 


Under normal circumstances, copper would play an insignificant 


pert in a crisis. In this case, an understanding of the copper 


gamble is necessary in order to realize its far-reaching effect 
upon the banking structure, 
With the development of industry, telephone, and electric 
lighting, there had quite naturally been a greatly increased de=- 


mand for copper. Several great combinations had been built up 


for the mining, refining, and marketing of this metal. To a large 


extent, they had been financed by two groups of speculators. The 


stronger one, the Amalgamated Copper Syndicate controlled by Je P. 
Morgan and sponsored by the National City Bank; the weaker, and the 
one which helped precipitate the crisis, the United Copper Company. 
The two leaders in the “pool™ which tried to corner the stock of 


the United Copper Company were Charles W. Morse and Augustus Heinze, 


C O. We Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, 
1910, pe 228, 


Morse was the owner of a group of New York Banks, whose control 
he had secured by buying the stock of one bank, borrowing on the 
shares, and buying control of another with the proceeds, and then 
repeating the pepe 

Morse controlled the National Bank of North America, the New 
Amsterdam National Bank, the Fourteenth Street Bank and was an 
officer in or controlled several trust companies. Heinze was 
president of the Mercantile National Bank. The associates of 
Morse and Heinze were all directors or officers of various banks. 

Through speculation, the price of copper had been forced 
up to a high point of 26 cents a pound in the early part of 1907; 
by July, the price had fallen to 20 cents and again to 15 cents 
in September. During the latter part of October, it sold as low 
as 12 cents a pound with demand decreasing daily. With the de- 
cline in price had come the crash of the whole speculative "pool" 
that had played such an important part in forcing the price up- 
warde 
D, The Outbreak of the Crisis 

The wave of prosperity that preceded the crisis reached its 
highest point in the latter part of 1906. But even before that 
there had been an indication that the economic growth had been 
too rapid and increasingly unstable. The San Francisco earth- 


quake of April 18, 1906 had necessitated a withdrawal of $350,000,000 


() D. We Perkins, WALL STREET PANICS, 1931, p. 164-165, 


of new capital from the money market in order to repair the dam 


4) 
age done by this terrible PRI 


The year 1907 opened with a feeling among far-sighted bankers 


that speculation had been carried to extremes and that the only 


safe policy was one of conservatism. These feelings were justi- 


fied by the subsequent declines in the stock and commodity mar- 


kets 


In addition to the decline in the price of copper in the 
of, 
early months of 1907, other raw materials wactnaeli vs not to 


the extent or with the rapidity of the decline in copper which 


had been manipulated to an unreasonably high price. Raw mineral 


products such as coal and iron, began to decline after February, 


lumber and construction materials after April, while June was the 
turning point for producers* aeaaly 2 


It was widely knowm that Heinze and Morse were connected 


with United Copper Company and it was believed that Heinze as 


president of the Mercantile National Bank had taken advantage 


of this to obtain loans on his copper stocks. As the price of 


copper dropped the alarm of the depositors increased and they 
began to withdraw their accounts from the Mercantile National 


Bank, 


These steady withdrawals of funds placed the bank in a 


position of having difficulty in meeting its daily balances at 


the clearing house with the result that the clearing house 


“)D. We. Perkins, WALL STREET PANICS, 1931, p. 163. 
(OW, Ce Mitchell, BUSINESS CYCIES, 1913, p. 533. 
(9) Ibid., pe 533. 
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appointed a committee to investigate the condition of the bank. 


On Wednesday, October 16, the investigation was completed 


and pressure was brought to bear on Heinze and his colleagues 


to resign. The result of this was startling. Every bank which 
had eis name of Heinze or Morse as a director experienced a oan 
Distrusting their ability to meet the demands of depositors, 

these seven institutions appealed to the clearing house for help. 
On Sunday, October 20, a conference of most of the leading bank= 
ers was held and it was agreed to help these institutions if 


Heinze and Morse and all others connected with the copper specu- 


lation would withdraw. It was now felt that a crisis had been 
averted and all danger of a panic was over <” 

The clearing house investigators had made what they thought 
was a secret investigation of another bank, the Knickerbocker 
Trust Company. In some way, the news of this became public and 
it was immediately assumed that this bank was also connected with 
the capper speculation. A tremendous run on the bank took place, 
clearing house balances were unfavorable and on Monday, October 
twenty-first, the National Bank of Commerce announced that it 
would no longer act as clearing agent for the Trust Companye 
Tuesday morning, the Knickerbocker experienced a run that lasted 
for three hours or until the bank paid out all the funds it had-- 


$8,000,000—-and then closed its deorac fit was the third largest 


(JD. W. Perkins, WALL STREET PANICS, 1931, p. 165. 

(2 W. C. Mitchell, BUSINESS CYCLES, 1913, p. 515. 

(D Inia 516 
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bank in New York and had $62,000,000 in deposits. On October 24, 
the trust company went into the hands of a receiver. When it re- 
opened after the crisis, it had assets of $51,000,000 of which 
$36,000,000 belonged to depositors who were paid in full. If the 
company had been aided, much might have been spared of what after- 
» 


ward became so terrifying and deatenictives™ 


At this point, J. Pe Morgan took a hand in the proceedings 


(<2) 
by gathering the bank presidents together at his home. President 


Barney of the Knickerbocker Trust Company was also an officer 

of the Trust Company of America and it was feared that a run would 
start on this bank at any time. Arrangements were made to supply 
the bank with all the necessary funds in order to allay the panic. 
As had been anticipated, there began on October 235 a tremendous 
run on the Trust Company of America, an institution with deposits 
of nearly $60,000,000. During the two weeks this run lasted, 
$54,000,000 was paid in cash to depositors and in settlement of 
checks presented by other banking institutions. Fortunately the 
bank avoided suspension, A similar run upon the Lincoln Trust 
Company speedily reduced its deposits from about $20,000,000 to 
about $6,000,000. Inevitably, such events produce their reaction 
in the stock market. On Thursday afternoon, October 24, business 
came almost to a standstill for lack of “call funds.” The aid of 


Je P. Morgan was immediately asked for so that the stock exchange 


(YC. Ae Collman, OUR MYSTERIOUS PANICS, 1931, p. 265. 
(2)D- W. Perkins, WALL STREET PANICS, 1931, p. 166. 
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might not be forced to close because of lack of funds. Mr. Mor=- 


gan immediately secured a fund of $25,000,000 from the big banks 
so that such a catastrophe was avoided. 


Loan contraction in this crisis, however, was a compara- 


2) 
tively slight disturbing OTE The salient feature of this 


erisis was the desperate, unreasonable scramble for money. When 
on the twenty-fourth of October, the Treasury Department announced 
that it was depositing $25,000,000 in the New York banks, it made 
no impression on the ever-lengthening lines of people withdrawing 


their funds from banks. Nobody seemed to have any faith or reason 


left. CH 


The New York Clearing House on October 26 began to issue clear= 


ing house loan certificates. The seriousness of the situation is 


shown by the fact that $100,000,000 worth of such certificates 


were issued in New York alone. This was two and one-half times 


greater than the amount issued in any previous catia was to de- 
clining currency reserves, the banks began to restrict payments 


of cash. The New York Savings Banks required sixty to ninety days’. 


notice for withdrawal of deposits. This made the situation more 


complicated for it not only made the circulation of money more 


sluggish, but it also tended to stimulate hoarding and the sub- 
(A 


sequent development of cash premiums. These premiums rose to as 


high as 4 per cent in November and did not completely disappear 


( Charles A. Conant, HISTORY OF MODERN BANKS OF ISSUE, 1927, p. 714. 
(2) 0. W. Sprague, HISTORY OF CRISES UNDEX THE NATIONAL BANKING SYSTEM, 
1910, p.299. 

() C. A. Collman, OUR MYSTERIOUS PANICS, 1931, pe 265. 

(AConent, HISTORY OF MODERN BANKS OF ISSUE, pe 714. 

(s)Sprague, HISTORY OF CRISES UNDER THE NATIONAL BANKING SYSTEM, p. 276. 


until the latter part of the year. 

From New York as a center, this feeling of panic spread all 
“over the country. Runs occurred on hundreds of banks. The gover- 
nors of Nevada, Oregon, and California declared legal holidays to 
temporarily relieve the situation. Everywhere cash payments were 
restricted to some extent. 

The consumption of iron dropped from a rate of 27.5 millions 
of tons per year to arate of 12.5 millions of tons within less 
than three months. Factories, furnaces, mills, and industrial 
machinery all over the country received a sudden ensced ute of 
this was due to the rapid decline in orders, while much more was 
due to inability to secure funds to meet expenses unless at a pre- 
miumMe 

Strangely enough the number of business failures during the 
crisis were relatively small, due undoubtedly to the fact that 
the banks carried many firms along through the crisis in order 
to allay the growth of further distrust. After the first of 
January 1908, this number, however, showed a repid increase. 

The effect of the crisis upon the prices of consumers’ goods 
is interesting. Prices continued to rise slowly and reached a 
maximum in October. With the panic conditions prevailing, there 
was a rapid decline in the imports, which amounted to $63,000,000 


in November and $43,000,000 in December, 


(OW. C. Mitchell, BUSINESS CYCLES, 1913, p. 517. 
(1) George H. Hull, INDUSTRIAL DEPRESSIONS, 1911, p. 161. 


In 1907, the United States had the largest supply of gold 


Z 


in the worla Because of its wide distribution, it was ineffec- 


tive in checking the panic. Foreign exchange, fluctuating un- 


certainly at first because of the disposition in Europe to sell 


and remit American securities, turned sharply in favor of 
imports, and before the end of October, engagements of ove 


$24,000,000: were announced. During November and December, 


gold 
r 


these 


were swelled to an aggregate of more than $100,000,000. By the 


first of November, the banks had begun to increase their note 


circulation rapidly and the arrival of the first shipment 


of 


gold from Europe the ninth of November supplied a further basis 


for currency expansion. As further shipments of gold arri 


ved, 


the currency continued to expand. In all, $273,000,000 was 


added to the money in circulation between the first of Oct 


and the end of the re 


ober 


This increase in currency made it increasingly easy for the 


banks to pay their depositors. As these demands were met, 


crisis gradually passed off and confidence was restored. 


the 


Retail 


trade continued to be fair until the end of the year. This in 


some measure may have been due to the large amount of cash in 


circulation and perhaps also to the approach of the Christmas 


season as the crisis disappeared with the subsid&nce of the panice 


) Bawin Y. Kermerer, A. B. ¢. OF THE FEDERAL RESERVE SYSTEM, 


We Cs Mitchell, BUSINESS CYCIES, 1913, p. 521. 
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With the week ending November 2, when a San Francisco trust 
company with deposits of $9,000,000 failed, there were no further 
important banking disasters until the crisis was gutta was 
shown during 1873-84-93, the restoration of confidence in the 
currency system and the banking system or both marked the end of 
the crisis. 

In this crisis the unsoundness of the banking system was ap- 
parent from its difficulties throughout the crisis. The manipu- 
lation of the stock market solely for personal gain was obvious 
in the speculation in copper securities. The strength and sound=- 
ness of the currency stands out in marked contrast to the weakness 
of the banking system. 

The shortness of the business depression that followed the 


crisis seems to show quite clearly that general business was in 


a far more sound condition than was the case in either 1873 or 


1893.(2 


OO. W. Sprazuc, HISTORY OF COMMERCIAL CRISES UNDER NATIONAL BANKING 
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CHAPTER VI 


The Crisis of 1920 


Ao The Federal Reserve System 


The crisis of 1920 differed from its predecessors in one 


Prior to 1920, if either a commercial 


outstanding particular. 


or financial crisis took place, the course of events were very 


similar; bank runs, bank suspensions and failures, disruption 


of domestic and foreign exchanges, and a period of industrial 


and commercial chaos that gradually subsided as the banking 


system slowly adjusted itself again to the new situation. The 


source of much of this difficulty had been in the national 


banking structure with its limited note issue and its lack of 


organized centralized leadership during periods of stress. No 


doubt the increasing volume of business transacted through checks 


tended to lessen the use of bank notes during periods of good 


business and general public confidence but would have made the 


situation more stringent during periods of economic upheaval 


when public confidence in the banking structure is at a low 


ebb. 


The Federal Reserve System tended to eliminate these evils 


ae Providing for currency expansion through use of good 


securities and gold as a basis of note issues. 


~15— 


be. Providing for currency and eredit in central reser=- 

voirs for use during periods of expanding business as 
well as during periods of difficulty and uncertainty. 

ce Providing centralized organization whose keynote was 

strength and public edubvanned! 

d. Providing the most effective use of the country's mone- 

tary gold. 

This new system made possible a pooling of the nation's finan- 
cial resources during crises that hithertofere had been accomplished 
only by small groups of large city banks. While it is true that 
the Federal Reserve System did not completely eliminate the evils 
found under the National Banking System, it did much to minimize 
their effect upon fundamental economic conditions. 


B. The War Period in American Economic Development 


It has been said that all great wars have disclosed an un- 
(A 


imagined economic power in the possession of every nation. This 


was true of the United States particularly after her entrance into 
_ the war although the foundations had been laid during the period 
when we were supplying the warring nations with finances and sup=- 
plies. 
With the entrance of the United States into the war in 1917, 
the output of American agricultural and industrial products in- 


creased more rapidly than they had. from 1914-17. This expansion 


() Klexander D. Noyes, WAR PERIOD IN AMERICAN FINANCE, 1926, p. 4. 


was centered in the production of those things which war operations 


require in volumes; wheat, cotton, mats, metals, nitrates, chemi- 


cals, textiles, and leather. By 1918, the wheat crop was 280,000,000 


bushels or 44 per cent greater than in 1917 while the iron and steel 


industry aided by an enormous ship building program and extensive 


armaments and munitions demand grew by leaps and bounds. 


In many circles it was expected that the closing of the war 


would bring a drastic curtailment in this tremendous nationwide 


expansion. Even though the United States had become the financial 


center of the world it was believed that the reaction would be 


severe. When the war ended in November 1918, there was a relapse 


in prices during the early weeks of 1919, Retail purchasing power 


due perhaps to the high wages that had been paid throughout the war, 


Prices again rose 


did not appear to have been appreciably checked. 


and purchasing power appeared to increase with them. 


Signs of unprecedented lavish spending appeared as business 


men enriched by war contracts and working men erroneously believ- 


oc 
ing themselves to havessimilarly enriched by the war-time rise of 


wages, spent freely. 


Prices and production continued to increase. The 1919 wheat 


crop was larger than that of 1918 and the price higher. By Christ- 


mas week of 1919, the price had risen to a new high of nearly $3.50 


WAlexander D, Noyes, WAR PERIOD OF AMERICAN FINANCE, 1926, pe 297-8. 
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a bushel. The cotton crop was the greatest since 1914, and yet it 
sold at prices 6 per cent above the highest of war time. Wages also 
continved to rise and the man who had received $3 to $3.50 during 
the early war period could now command $6 to $10. Even with this 
incréase, the wages of labor did not keep pace with the cost of liv- 
ing which in June of 1919 was 77g per cent above that of 1913. By 
December, this had increased to 99 1/3 per cent and in June of 1920, 
it was 116% per esis The fact remains, however, that the average 
workman did not appreciate this. What appealed to him was the fact 
that he had more money in his hands than ever before--and he spent 


it freely. 


During this time, the monetary currency had increased from 


(2) 
$3,419,000,000 to $5,468,000,000 in 1920. The war years brought 


in a tremendous amount of gold=-=-the monetary gold stock rising from 
$1,905,000,000 at the beginning of 1914 to $2,942,000,000 at the 
beginning of 1921. During the same period, there was an increase 


3 
of 16.2 billion dollars in bank deposits or 118.6 per osnal? susae 


increases in gold reserves and bank reserves made possible the 
rapid rise of prices. | 

As prices rose, the belief began to grow that there would be 
a shortage of commodities in the near future. The total surplus 
exports over imports during 1919 in the trade with Europe alone, 


was over four billion dollars. Trade with Asia and South America 


Sienetye De. Noyes, WAR PERIOD OF AMERICAN FINANCE 1926, p. 30l. 

® Lloyd M. Graves, GREAT DEPRESSION AND BEYOND, 1933, p. 22, 

(XB. M. Anderson, “Iwo *New Eras* Compared," (i.e. 1896-1903 and 1921-28), 
Chase Economic ears hslonase A Lh, 1928, aS IX, No. le 


was also booming. Business all over the world was good. Specu- 
lators in commodities increased, business men accumulated inven- 
tories, producers of raw and finished products were slow in sell- 
inge Much of this speculation appears to have been based on the 
assumption that credit sources which made possible accumulation 
of goods by domestic and foreign merchants could be indefinitely 
extended and that purchasing capacity of consumers was unlimited. 
The facts that the credit resources of the world were strained to 
the limit and that much of the world had been impoverished by the 
World War were either not seen or ignored. As these beliefs be- 
came widespread, prices continued to rise and make the whole struc- 
ture upon which they rested more and more precarious. To anyone 
familiar with economic history, the world and the United States in 
particular was approaching a crisis in finance and commerce. 
Ce. The Spread of the Crisis 

This speculative craze had been as rampant in the East as in 
America. American demands for Japanese silk had caused the price 
to rise to over $18 a pound. Early in April 1920, the cables 
brought the news of the disastrous collapse of the speculative 
craze in Japan. This liquidation was followed by a securities 


market liquidation in the United States. In May the price of 4¢ 


per cent Liberty Bonds which had been sold at par, fell as low 


as 82 and even the Victory Bonds whose maturity was only three 


Z 
years away sold below 95.7 


() Kiexander D. Noyes, WAR PERIOD OF AMERICAN FINANCE, 1926, pe 342. 
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Commodity prices did not begin to show a real decline until 
June. The reason for this is partially explained by the follow- 
ing excerpts 


"There is a movement from the farm to cities. Men 
refuse to work on farms at poor pay. They would rather 
be idle in cities. The result is that there will be a 
24,000,000 acre shortage in wheat this year. The de- 
creasing food supply is a very alarming situation. Never 
has the agricultural, situation been so serious. There is 
@ prediction of high prices for farm products. Season is 
late and labor scarce." ,/) 


"The supply of farm labor in the United States this 
year, the Bureau of Crop Estimates reports, is only 72 
per cent of normal, whereas, the demand is 53 per cent 
above normal, This.shortage is due to the demand for 
labor in manufacturing districts, the lack of immigra- 
tion, and the departure from this country of natives 
of Europe. Notwithstanding the fact that there is a 
wider use of power machinery cn the farm, which should 
reduce the cost of production, the high cost of labor 
makes it more expensive to the farmers than under the 
old conditions."-z) 


This situation is partially explained by the fact that wages 

J 

in 1920 were by this time 30 per cent higher than in 19196? 
The fall in commodity prices began in May 1920 and continued 


throughout 1921 until January 1922. Those commodities which had 


enjoyed the greatest boom during the war were the ones which suf=- 


fered the most drastic declines. This was particularly true of 

wheat which fell rapidly, even though the harvest was 135,000,000 

bushels smaller than that of 1919. I+t continued to fall until it 

reached a low of $1 a bushel in November 1921. Wool declined from 

66 cents to 40 cents a pound fran March to October. The price of 
() Literary Digest, May 22, 1920, p. 17-8. 


(Ibid., May 22, 1920, p. 19. 
(y) Alexander D. Noyes, WAR PERIOD QF AMERICAN FINANCE, 1926, p. 324. 


rubber fell 50 per cent, sugar dropped from 21 cents to 8 cents 
@ pound, and coffee sold for nearly a third of its former price. 

The cancellation of orders attracted more attention in 1920 
than in any earlier a HA added greatly to the confusion 
of the liquidation and no doubt tended to make matters worse. While 
cancellation was prevalent in the United States, it was particu- 
larly evident in exports to Argentina, Brazil, Paraguay, Cuba, and 
other southern markets. Great volumes of goods already exported 
were refused by South American merchants and thrown back on the 


hands of American shippers or left on the wharves to deteriorate. 


By the end of 1920, the resultant losses were estimated to be not 


(v 
less than $150,000,000. This is partially explainable by the 


rapidity and extent of the fall in prices of the exports of South 
America-m-namely, sugar, coffee, wheat, and beef, The people had 
found their incomes diminished so that it would have been impossible 
for them to pay for imports at fancy prices. 

The rise in prices before the crisis had caused people to buy 
in expectation of further increases. As prices continued to fall, 
people refrained from buying evidently believing that prices would 
be lower. This was characterized as a nation-wide strike against 
shitites dant of lives’ It ted the desired effect, for Ae) the 
‘movement spread, retail merchants continued to lower their prices. 
These retail prices fell only about 15 per cent, however, as compared 

D Presidents Core SUSINESS CYCD=S AND UNEMPLOYMENT, 1978, we 12G; 


(J Alexender D. Noyes, WAR PERIOD IN AMERICAN FINANCE, 1926, p. 393-4. 
(3) Literary Digest, October 9, 1920, p. 9. 
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to a decline of 45 per cent in wholesale prices up to the spring 
of 1921. 0 

The crisis of 1920 was concerned so much with commodities 
and speculation in commodities that it really lasted longer than 
any of its predecessors due to the length of time consumed in the 
fall of commodity prices. While this recession began to manifest . 
itself in June and did not cease for nearly a year and a half, the 
major portion of the liquidation appears to have been completed by 
the middle of November. 

Earning statements showed a falling off by the end of the 
sumere Business failures increased over 1919 but were less 
than one-half as great in number as those in 1921. Unemploy- 
ment increased quickly, for by the first of January there were 
nearly 3,500,000 fewer workers employed than the year tem 
The heavy industries, such as iron and steel, automobile, and 
building trades were the hardest hit. Reduction in employment 
was a phenomenon affecting most severely the establishments of 


3 
the largest ated Os reason for this is not clear. Wages were 


fairly well maintained particularly when compared with the change 


in prices. ‘There is good ground for believing that the depression 
which followed was almost twice as acute as that of 1908.7 
It is interesting to contrast the banking situation during 


the crisis of 1920 with those that preceded it. Due to the 


' () W. W. Jennings, HISTORY OF ECONOMIC PROGRESS IN UNITED STATES,1926,p.717 
(YIbid., P. 718. 
a President Com, 2USINESS CYCLES AND UNEMPLOYMENT, 1975, De 97%, 
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Federal Reserve's machinery of note issue on commercial paper, 


there was no panic of bank depositors, no hoarding of money, no 


cash premium, no issuing of clearing house certificates. In the 
twelve months ending with June 1921, there were only twenty-eight 
national banks that failed. In every instance these were small 


institutions with less than $100,000 capital, mostly located in 


sparsely settled districts of the west and goutny © 

It seems reasonable to believe that had the situation of 
1920-1921 arisen under the National Banking System, the crisis 
would have had a tremendous financial repercussion that would 
have been far more disastrous than that of 1873, 1893, or 1907 


because of the world-wide nature of the credit and industrial 


expansion. 


The Federal Reserve System by facilitating liquida- 
tion through a strong banking structure enabled the aiter-war 
deflation to run its course in a relatively short space of time 


so that by the end of 1921, business was able to look forward to 


@ quick recovery. 
Although the sound banking system facilitated rapid liqui- 


dation, it should have had some control that would have checked 


the excessive speculation in commodities from taking place. Com-= 
pared with the situation during any previous crisis, the currency 
was relatively more sound, due to the tremendous increase in gold 
reserves since 1914, The stock market, however, still failed to 


serve its function as a market for capital. 


(y Rlexender D. Noyes, WAR PERIOD IN AMERICAN FINANCE, 1926, p. 407. 
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The period from the depression of 1920-1921 until the crisis 
of 1929 has undoubtedly been the greatest period of prosperity 


in the history of the nation. The prevalance of the belief that 


American industry had succedded in eliminating the tremendous de- 
viations of the business cycle was far more prevalent in 1929 than 
in 1907. But there was considerable justification on the part of 
the masses for this belief if not on the part of many economists 
who, in hearty endorsement of the idea, had forgotten their econom- 
ics because they were so swayed by psychological factors. 
"Each of the crises Ppa onead in the United States 
in the last one hundred years have sprung from different 


causes; have had different symptoms; the results have never 
been quite the sam "(4 


That this statement is true, there can be no doubt. The cir- 
cumstances leading up to the crisis of 1929 were more diversified, 
more general, and more complicated than those which have character=- 


ized the crises that have preceded it. 


"The great break in commodity prices in 1920-1921 re= 
leased a large volume of bank credit that had been employed 
in commercial loans, and bank credit in the United States 
would have declined instead of expanding, after 1921, had 
the outside world been in a position to draw away our excess 
of gold. But the outside world had been driven off the 

gold standard, and, through the workings of Gresham's Law, 
continued to send us gold instead of taking gold from us. 
We have thus had available for uses other than commercial 


() Carlton 4. Shively, Outlook, November 13, 1929, p. 426. 
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loans not only the whole of our increase in bank credit since 
1921, but also a substantial part of the bank credit out=- 
standing at the beginning of that year. Chief among these 
other uses have been real estate loans, installment finance 
paper, bank investment in securities, and collateral loans 
against securities." 


By the time the depression of 1920-1921 was over, the army had 


been completely demobilized. Within the next few years, not only 


were these men absorbed by industry, but the entrance of women into 


industrial and professional occupations was even accelerated. In= 


tense promotion became the feature of the land. ‘The automobile in- 
dustry which had been relatively in its infancy during the war, grew 


by leaps and bounds. The production of petroleum, petroleum prod=- 


ucts, and rubber expanded to meet the needs of the automobile in- 


dustry. The greatest building boom that the nation has ever seen 


furnished a tremendous basis for further industrial expansion. Real 


estate loans increased from $230,000,000 in 1920 to $1,286,000,000 
in 1928 ("the consolidation, extension, and construction of public 
utilities created a new demand for electrical and power equipment. 


The invention of the radio made further expansion necessary. The 


chemical industry which had been fostered by the war grew rapidly. 


The development of packaged foods brought great changes and im- 
provements in retail trade. High wages and larger incomes created 


a demand for motion pictures, silk and rayon clothing, and other 


luxuries that caused great expansion in these fields. There was 


also extensive activity in mergers, combinations, reorganization, 


() B. Wi. Anderson, "Two *New Bras' Compared", (ile. 1896-1903 and 1921-28) 
Chase Economic Bulletin, February 11, 1929, Vol. IX, No. l, p. 485. 
(A Lioya Me Graves, THE GREAT DEPRESSION AND BEYOND, 1953, p. 49. 


and recapitalization of industries. Within this tremendous and 
diversified development lies the basic cause of the crisis. 


"Wo one can ever actually tell just when production 
is being overdone, especially in an ever-growing country 
possessed of such great natural resources as the United 
States." (@ 


This growth and @xpansion required enormous amounts of new 


capital. 


The highly publicized campaigns to sell liberty bonds 
and other governmental securities during the war had undoubtedly 
done much to make the people more financial and stock market minded 
tha¥ they had been before the war. Another factor was undoubtedly 
the installment selling of stock to employees by many industrial 


and public utility corporations. 


The issuance of rights by many 


companies in order to secure new capital was another factor. During 
the first ten months of 1929, companies listed on the New York 
stock exchange alone acquired $2,319,302,000 through right financing. 
Billions of dollars' worth of stocks and bonds were sold to people 
who, prior to 1920, put all their funds in the savings bank. 


As the paper or real profits of these early investors in- 


creased, they bought more securities and told their friends of 


their good fortune. Speculation and the manipulation of stocks 


by means of pools drove prices upward so that by 1929 many stocks 


were selling from ten to one hundred and fifty times higher than 


their earnings dun tisieal” Txe0se who were hesitant about punchesdimy 


@ E. He He Simmons, PRINCIPAL CAUSES OF THE STOCK MARKET CRISIS OF 1929, 
1930, Pe 9e 
(2 D. W. Perkins, WALL STREET PaNICs, 
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individual stocks or wished to diversify their risk, purchased the 
‘securities of investment trusts, others believed that they were 
doing the same thing in purchasing the securities of holding compan- 
ies. In September, the last month of the boom, investment trusts 
and holding companies successfully marketed $650,000,000 in new 
sevice Sem profits grew, speculators added to the wave of 
prosperity by lavish spending. They purchased new automobiles, 
built larger and finer homes, and surrounded themselves with many 
luxuries. The building was financed largely on credit for no 
stock market speculator would purchase a house outright if he felt 
that an increase in market profits aie pay for his new home in 
a few weeks. 

Obviously all this speculation had a tremendous effect upon 
the credit structure of the nation, 


"From 1921 to 1929 there was an absolute decline 
in bank holdings of commercial paper, the ‘all other 
loans and discounts’® of the National Banks having dropped 
from 9,025 millions of dollars to 8,745 millions of dol- 
lars between June 30, 1921 and June 30, 1928."(2 


"Combined stock and bond collateral loans and bank 
investments in securities for National Banks in 1921 
were 41.9 per cent of the total loans and investments 
and for 1928, they were 55 per cent. For the report- 
ing member banks of the Federal Reserve System, the 
percentage of stock and bond collateral loans and bank 
investments in securities to total loans and investments 
was 46.2 per cent in 1921, and this had risen to 60.3 
per cent in 1928." 


Brokers loans increased from $719,000,000 in August 1921 to 


f 
a peak of $6,804,000,000 on October 2, 1929“ mis increase was 


undoubtedly the chief cause of the great credit stringency of 1929 
i? Bolles immons, PRINCIPAL CAUSES OF THE STOCK MARKET CRISIS OF 1929, 
5? agdgrson, "Iwo "New Eras’ Compared", 1929, p.5. 
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for the money loaned out on call loans to brokers was contributed 
not only by the New York banks but banks throughout the country and 
all over the world. Individuals and corporations also contributed 
to the call-loan market. Naturally business could not afford to 
pay the rates of interest that call loans commanded so that it suf- 
fered as a result. During the summer of 1929, the call-money rate 
was above 15 per oun 
Strangely enough, however, and the thing that makes this cri- 
sis so different from those that had preceded it, was the fact that 
commodity prices had risen but little. After the depression of 
1920-1921, prices had risen but had remained comparatively stable 
since 192237 Since the crisis it has become increasingly clear that 
this high price level, even though stable, was really artificial 
and was in large measure due to the vast amount of gold which came 
into the United States during and immediately after the ware Serv- 
ing as a basis of bank credit expansion, the effect of this tremen- 
dous gold reserve was to stabilize prices in the United States while 
prices in Western Europe were falling as the nations struggled to 
adopt some form of the gold standard. With no inflation in cam 
modity prices, it is clear that the boom in business had received 
considerable stimalus from the activity in the stock market. Un- 


fortunetely, the stock market situation was decidedly precarious 


due to the inflation that had taken place there. By the summer of 


WTeving Fisher, STOCK MARKEY CRASH,-~AND AFTER, 1930, p. 4. 
@ibvid., pe 182. 
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1929, with financial centers all over the world contributing to the 
call-loan market in New York and receiving high rates of interest in 
return, there can be no doubt that a crash in prices mst come shortly. 
The extreme to which the market had gone is show by the rise in the 
most active group on the exchange. 
"Industrials in the New York Times Averages showed 

an increase from a low of 66.2 in 1921 to a high of 365.9 

in 1929 or a 452.7 per cent increase." (2 

The blindness of the speculators to the excesses to which the 
market had gone no doubt was one of the causes which made it ex~ 
ceedingly vulnerable early in the fall of 1929, 
Be The Outbreak of the Crisis 

Early in March 1929, the stock market registered a considerable 
decline but quickly recovered so that the crisis was postponed until 
the fall. 

In August, the banking house of Clarence Hatry failed in Eng- 


land with liabilities of $67,500,000 and the subsequent investiga- 


tion disclosed that Hatry had been party to a gigantic forgery of 


stock certificates. Prior to this time, the English stock market 
had enjoyed a tremendous boom. The failure of Hatry precipitated 

@ rapid decline in the London market and caused coincident rapid 
declines in stock prices in the Berlin and Paris exchanges as well 
as considerable liquidation in New York. The Hatry failure not only 
(a 


preceded but was an actuating cause of the American crisis. 


(9 Benjamin M, Anderson, “Iwo "New Eras* Compared", 1929, p. 8. (Chase Bu .| 
: Irving Fisher, STOCK MARKET CRASH,-- 1930 e Ol 
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During the early part of the summer, industrial activity in the 
United States began to decline. At first it was felt that this de- 
cline was merely due to seasonal causes but within a few weeks it was 
apparent that there were factors other than seasonal. Sales of auto=- 
mobiles showed a pronounced decline while in many industries, invento- 
ries began to accumulate. Business was still fundamentally sound but 
there was a growing fecling that a minor business recession was to 
be expected in 1930. Throughout this period the market continued to 


advance and reached its peak during the first week of September and 


then declined slowly until the end of the month. Feeble efforts 


were made to check this liquidation but it continued during the early 
weeks of October. 

The first sharp break came on the third and fourth of October 
but was quickly checked for people bought eagerly in the belief that 
they had secured an opportunity to pick up bargains. After this 
short recovery, the market continued its slow but inevitable course 
downward, This continued with serious breaks on the fifteenth and 
the twenty-second of October punctuated with sharp but short advances. 
it was now thought that the market had seen the worst of the reces- 
sion; the price decline had strengthened the position of many stocks, 
brokers had demanded increased margins so that the danger of forcing 
additional securities on the market by declining margins had been 
materially reduced; last but not least, there had been no banking or 


brokerage failures in this country. 


On Wednesday, October 23, a wild scramble to sell stocks 
began, This continued the next day but was more orderly. So 
IMany issues were being dumped on the market that a conference 
of influential bankers was hastily called at the office of Je 
P. Morgan and Company. After a brief conference, they issued a 
statement to the effect that they believed the market to be fun= 
damentally sound. Reports were circulated that a billion dollar 


pool had been organized to stabilize the market. These reports 


tended to discourage bear raids and to partially quell the fears 
2) 
of investors. The continued pouring of securities into the mar=- 


ket, however, soon offset what little support might have been 

offered, and the day closed with over twelve million shares hav- 
ing changed hands, It was the most staggering day in the market 
to that time? 

To allay the feeling of panic that was spreading, the bank= 
ing interests appeared to have stepped in on Friday, the twenty- 
fifth and momentarily, at ieast, checked the liquidation for the 
volume of selling was only one-half that of the previous day. 

By this time, thousands of accounts had been closed. People 
who had started with only a few hundred dollars to take a "flyer" 
and then put everything they owned into the market in the belief 
that they would make a fortune, now found themselves penniless, 


Sunday was spent by the brokerage houses in bringing their accounts 


(9D. W. Perkins, WALL STREET PANICS, 1931, p. 162. 
(2 Ibide, De 185-6 


up to date and Wall Street was as busy as though it were a regular 
business daye 

That the previous week's liquidation had scared the whole 
nation was shown when the market opened on Monday. Selling 
orders had accummlated from all over the land during the week= 
end, as people, determined to ease their minds by getting out 
of this nerve-wracking speculation, ordered their brokers to 
sell, A tremendous flood of liquidation was loosed and prices 
dropped precipitately. 

The next day, Tuesday, October 29, opened with slight gains 
over Monday's close but the liquidation soon got underway in 
the most devastating day in the history of the stock market. The 
declines wiped out speculators by the thousands. When the ses- 


sion had closed, 16,410,030 shares had been sold, breaking all 


@ j 
records. A group of bankers under the leadership of J. Pe Morgan 


and Company sought to bring order out of the chaos, but without 
success. The demand for more margin by brokers led people to 
frantically try to raise funds. Newspapers reported that New 
York pawn brokers turned away hundreds eager to raise almost 
anything on jewels and ni Teeth sotie D. Rockefellerts statement 
that he was buying stocks, and several dividend actions, to- 
gether with the belief of the most experienced financiers that 
the worst was over, aided somewhat in attracting the public back 
into the market, 


(OPinancial and Commercial Chronicle, November 2, 1929, p. 2726. 
fYliterary Digest, November 9, 1929, p. 7. 


When the exchange opened on Wednesday, there was an eager= 
ness to buy stocks where before the only desire was to get rid 


of them. Stocks advanced several points and the next day this 


advance continued. The exchange was closed on Friday and Satur=- 


day in order that brokers and their clerks might straighten out 


their accounts and secure a mich needed rest. The declines con- 


tinued moderately until November 13, and then continued to rise 


4 
for the balance of the veut” he panic phase was over but there 


was still a grave crisis in industry. 


The number of people who had invested and speculated in the 


stock market was tremendous and their losses overwhelming. It 
seems impossible that economists, financiers, bankers, and busi- 
ness leaders should not have realized that when such millions of 


people sustain losses, even if these are only paper losses, they 


do not tend to spend as freely as they had prior to their losses, 


but rather to curtail expenses as much as possible, While up 
to this time, business had been good but declining slowly, it 
seems almost incomprehensible that supposedly competent observ- 
ers should reason as follows: 
"The depression in Wall Street will affect general 


prosperity only,the extent that the individual buying 
power of some stock speculators is impaired." 


"No Iowa farmer will tear up his mail order blank 
because Sears Roebuck stock slumped. No Manhattan housewife 
took the kettle off the kitchen stove because Consolidated 

Gas went down to 109. Nobody put his car up for the winter 
because General Motors sold 40 points below the year's high. &) 


 Trving Fisher, STOOK MARKET ORASH--AND AFTER, 1930, p. 3. 
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Even such an astute economist as Professor Irving Fisher 


‘perhaps because he was too close to the situation, failed to 


realize that this stock market crash had differed from any of 
its predecessors in that practically everyone who had any money 
to invest had suffered, and that the losses had not been con= 
fined to a few professional stock market speculators as in the 
past. As late as December 15, 1929, when the crisis had been 
past and business was on the verge of depression he wrote: 
"But the threat to business most feared, namely, 

the 26 billion dollar deflation in listed paper values, 

so full of sound and fury, signifies little. It is 

now more universally recognized that in the fall of 

Paper values, there had been merely a transfer of wealth, 

not a destruction of any physical wealth, even if there 

were a lowered valuation." 

And: 

"This is because the crisis, unlike the 1920 

crisis was not a violent fall of an inflated commod- 

ity price level, Business stoppage and unemployment 

could hardly follow a stock panic, because such a case 

wipes out profits and substitutes losses, and no con- 

cern can afford long to run at a loss. But such a loss 

could hardly follow a stock panic." (J 

During and immediately after the panic, business leaders 
issued statements to the effect that business was good, wages 
high, commodity price levels firm. But in the face of all this, 
the fact was inescapable that business was slowly but surely de- 


clining. Immediately after the panic, a series of conferences 


were held at the White House between President Hoover and farm 


(2) Teving Fisher, STOCK MARKET CRASH--aND AFTER, 1930, p. 61. 
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organizations, leaders of industry, railroad executives, repre= 


sentatives of labor unions, and building leaders. At these con= 


ferences was laid the basis of the first comprehensively organ- 


ized and officially directed attempt at controlling economic forces 


(P 
which had ever been undertakén in the United States. The first 


step was taken to restore national confidence. Industrial lead- 
ers promised not to cut wages, labor unions agreed not to strike, 
easy money was assured by repeated cuts in the discount rate sup- 


ported by heavy Federal Reserve buying in the open market, the 


Federal Government promised $160,000,000 tax reduction, a huge 


public work? program, and loans to shipping companies for con- 

¢. ay 
struction of vessels. The nation was flooded with the propaganda 
of optimism, Leaders in public and industrial life predicted 


the early return of prosperity. Henry Ford went a step fwrther 


and advanced wages. Local, state, municipal, and county govern 
ments were urged to throw into the waning stream of demand all 
the public business they could. 


With the announcements of unified and cooperative action by 


the government, industry, and labor, the crisis appears to have 


been definitely over, Liquidation had ceased and the stock mar- 


ket moved slowly upward throughout the remainder of the year and 


during the early part of 1930. Unfortunately, the program had 


been based on the assumption that business was fundamentally 


(9 Gioyd WM. Graves, GREAT DEPRESSION AND BEYOND, 1933, p. 86. 
@ Boston Traveler, November 26, 1929. 
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sound and ignored all evidence of inflation or excess, Early 


in 1930 this became increasingly apparent as the decrease in 


business which had been accelerated by the stock market panic, 


failed to make a real recoverye Business was now in the de- 


pression phase of the cycle. 


The inauguration of the Federal Reserve System in 1913 had 
quite obviously been the chief cause in preventing the cash 


stringency and bank suspensions which had characterized all crises 


prior to 1920. The same thing was true during 1929 and the Fed- 


eral Reserve System had endeavored in the summer of 1929 to check 
further inflation in the stock market. After the crisis was over, 
there was a searching of hearts to find who was really the cause 
of the crisis. That the Federal Reserve policy since 1921 was a 
contributory cause, there can be no doubt. One reputable journal 


saids 


"The Federal Reserve Policy is to blame for what 
happened. In the last analysis, it is credit infla- 
tion on an unprecedented scale which made possible the 
speculation which has now collapsed, And in this credit 
inflation, the Federal Reserve System has been the main 
factor. Federal Reserve credit is ever on tap. There 
are no limits to which the Reserve Banks may not go un- 
der the war amendments of 1917. The Reserve Banks have 
the right to issue Federal Reserve notes against every 
dollar of gold in the country, and through their open 
market operations, they can flood the country with any 
amount of Reserve credit, whether there is any need 

for it or not--even when the member banks cannot be 
cajoled into borrowing. That is precisely what the Re- 
serve Banks did in 1927 when they inaugurated their easy 
money policy which was the source of the whole specula- 
tive debauch that followed."(1 


| (J Commercial and Financial Chronicle, December 7, 1929, p. 3512. 
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The government officials staunchly defended the Federal 
Reserve System Banks. That the Federal Reserve System was 
not the only cause of the crisis which was due in larger measure 
to the nation-wide industrial expansion and the unprecedented, 
over-enthusiastic speculation of a large portion of the people, 
appears to be the only conclusion that the facts of the case will 


justify. In recapitulation, it may be pointed out that while we 


had a sound currency, a sound banking system (except for its un= 


wise credit expansion), the stock market had been diverted so far 
from its proper functions that it was securing , for the use of 
speculation, a tremendous volume of funds that should have been 


used throughout the nation for working capital, 
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SUMMARY 


The period since the Civil War has been characterized by 


great industrial growth, westward expansion, and periods of 


great business activity followed by crises of increasing sig- 


nificance. 

The crisis of 1873 came in the fall as a climax to a tre- 
mendous railroad and agricultural expansion, particularly in 
the west. It was preceded by a period of high prices due in 
large measure to a redundant currency and nation-wide speculation 
in railroad securities. The crisis was complicated by a tense 
banking situation with depositors demanding their deposits in 
cash, Fortunately New York bank officials were able to cooper- 
ate and issue clearing house certificates at the first wave of 
distrust that swept the people. This undoubtedly prevented wide- 
spread banking suspension and a complete disorganization of the 
banking structure. It also made slower liquidation possible and 
gave sound business firms an opportunity to readjust themselves. 
The period of depression which followed was the longest in the 
history of the United States but was not the most severely felt 
by the masses, due to the large amounts of free land still avail=- 
able. 

Eleven years later in the spring of 1884, another crisis ap- 
peared. It differed from that of 1873 in that it was preceded by 


two years of business recession. It was, therefore, chiefly 
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financial in that it involved banking and brokerage houses. These 
failures and suspensions were a result of much insane speculation 
on the part of their officers whose actions caused considerable 
suffering and distress. Bank suspensions were common in New York 
but did not spread to an alarming degree throughout the natione 
The brunt of the losses were borne by financiers and speculators. 
The business depression which followed was relatively brief because 
of the two-year period of commercial liquidation which had pre- 
ceded the crisis, 
Early in May 1893, another crisis was brought about through 
heavy withdrawals of gold from the United States by foreign in- 
vestors. The mounting silver and the diminishing gold vadeaioe 
had aroused fear at home and abroad that the United States would 
be forced off the gold standard. This increase in silver reserves 
was a result of the Sherman Act of 1890 which had committed the 
government to the purchase of 4,500,000 ounces of silver monthly. 
While the monetary situation hastened the crisis, it was not the 
basic cause of it. From 1886 to 1893, a great development had 

taken place in industry, railroading and agriculture. Much of 
the huge burden of debts and obligations created by this growth 
was unsound. Beginning in May, the crisis spread rapidly. Com- 


mercial houses, railroads, and western banks failed. Soon partial 


suspension of banks was prevalent throughout the country. Hoarding 


and cash premiums resulted, The situation began to readjust itself 


after President Cleveland convened Congress in speciel session in 
August and secured the repeal of the Sherman Silver Purchase clauses 
This removed the menace of silver and permitted the economic forces 
to gradually recover their equilibrium. 

The world-wide boom of 1905-1906 came to a climax in October 
1907 with the complete collapse of a great speculative interest 


in copper. The two chief speculators, Heinze and Morse, were also 


owners and officials in a number of banks. When the price of cop= 


per dropped to less than onemhalf of its early spring price, the 
banks in which these men were interested were besieged by long 
lines of anxious depositors. Suspension was unavoidable. The 
distrust spread to other banks and shortly became nation-wide. 
Domestic commerce suffered greatly for as bank suspensions grew, 
trade became paralyzed. As premiums cavaluced on cash and bank= 
notes gold came into the country and was used as a basis of in= 
creased banknote issues; as depositors* demands were met, the 
banking situation improved and domestic and foreign exehauce 
slowly showed signs of improvement. By the end of November, 

the feeling of panic had subsided and the depression phase was 
beginning to make itself felt. 

The crisis of 1920 was the result of a tremendous war boom 
to industry plus nation-wide speculation in commodities. The 
movement of people from country to urban communities.had caused 
the growth of a belief that there would soon be a shortage of 


staple commodities. As prices rose, everyone who could do so 


tried to withhold their goods from the market in anticipation 


of further increases. The strain on the credit mechanism be- 
came too great and beginning in May, prices fell with great 
rapidity. The widespread cancellation of orders added to this 
decline. That bank suspensions, runs, hoarding, and cash pre- 


miums which had become features of previous crises, did not appear 


in this one because of the flexibility of the Federal Reserve 


System's mechanism of note issue. Commodity prices continued 


to fall until January 1922, but the crisis appears to have been 


over by the latter part of November 1920. 
The great crisis of October 1929 had had its foundation in 
the great industrial recovery and growth which began in 1922, but 


it is attributable in a larger measure to the tremendous stock 


market boom that followed the recovery. The security-minded pub= 


lic had proceeded to purchase untold issues of new stocks. Much 


of this money was expended on unwise and unjustified projects. 


Speculation in stocks was rampant. The fall of security prices 


was unprecedented in declines as well as in the number of per=- 


sons affected. This intense liquidation ceased when the govern=- 

ment, business, and labor, through a series of conferences at the 

White House, developed plans for a nation-wide stimalus to pros- 
tended te 

perity. The publicity given this program reestablished confi- 

dence but overlooked the unsoundness of the economic situation. 

It checked the decline in the stock market and ended the crisis, 


but it could not and did not avert the depression that followed. 
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As the depression phase of the cycle became more pronounced, bank 
suspensions due to unwise and ill-secured foans on real estate 


stocks, bond, and other greatly depreciated collateral became more 


widespread than at any time since the inavguration of the Federal 


Reserve Systeme 
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CONCLUSION 


Under the national banking system, conmercial crises had 
quickly developed into banking crises because of the inflexi- 
bility of note issue, the association of banking and specula- 
tion of various kinds, and the lack of centralized leadership. 
The Federal Reserve System appears to: have overcome these 


weaknesses of the old system but it has also created another 


which is perhaps worse. Inaugurated at the beginning of the 


war, the system grew in strength with great rapidity. It 


financed the government*s war programs, it extended large amounts 
of credit to the allied nations, and it facilitated great eco- 


nomic expansion in this country. The system became a creator 


of credit through its control over money rates that led to over- 
expansion on an unprecedented scale. 
As has been pointed out, crises during the nineteenth cen- 
tury tended to be largely of a banking nature in their effects. 


The depressions which followed were severe but by no means as 


severe as those of the twentieth century. With the diminution 
of the proportion of people on farms in the United States, the 


increasing industrialization, and the consequent dependence of 


so many people upon wages, the crises and the resultant depres- 


Sions have been increasingly severe. This has been particularly 


true since the development of the Federal Reserve System with its 


eas ic? 


smaller reserve requirements and consequently greater possibilities 
of increased credit inflation. 

During the nineteenth century, credit inflation gee ae 
doubtedly existing under the National Banking System was some- 
what limited by necessary gold and reserve requirements. ‘The 
erises and depressions which followed these periods of infla- 
tion were followed by periods of slow but increasing credit ex= 
pansion. 

Since 1913, ovr banking structure has acquired the greater 
part of the world's gold. In addition to this, the Federal Re- 
ceive System has made possible the use of other collateral as a 
basis of note issue. Through its open market operations, the 
Federal Reserve Banks can practically control commercial rates 
of interest. All of these means provide a foundation of over= 
night creation of huge volumes of credit. This provides an 
opportunity for tremendous inflation possibilities. This was 
particularly true in the period from 1920-1929, 

The whole effect of this increasing liberalization of credit 
and consequent inflation is to make the crises more significant 
and disastrous. This was shown by the great decline in indus- 
trial output after the ruinous decline in commodity speculation 
during 1920. ‘he crisis of 1929, while largely evidenced in 


security prices, had its roots back in the early years of the 


a 
nine-year boom that preceded it when credit was liberally ex- 


tended. 


The depression which has followed is the greatest in our 
history and yet the banking system is pursuing its old policy 


of keeping interest rates at an absurdly low figure with the 


hope of fostering industrial activity. While such a thing is 


undoubtedly commendable during a period of depression, it has 
the ultimate effect of becoming uncontrollable during a boom 
period. If the Federal Reserve System tried to check inflation 
during a period of great activity as it did during 1929, it would 
be accused, as it has been, of precipitating a crisis. 
Portunately, the danger of the Federal Reserve System again 
becoming the great financier of the securities market, has in large 
Measure been removed by the Banking Act of 1933. This law pro- 
vides, among other things, for limitations upon member bank loans 
on securities or to individuals or corporations interested in se- 
curities. Loans to executive officers are no longer permitted, 
limitations on advances to and investments in the securities of 
bank affiliates are greatly restricted, and finally, member banks 
are prohibited from being affiliated with securities companies. 
These provisions should do much to prevent a recurrence of what 
took place in 1929. However, they do not minimize the possibili-~ 
ties of unsound economic expansion through a profundity of bank 
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comparison of these periods showing the similarities in enthu- 
Siasm, bank deposits, securities flotations, trade, and mania 
for speculation. 


Banking Act of 1933, edited by John Edson Brady(The Banking Law Journal, 
Cambridge, Massachusetts, 1933)--The notes by the editor under 
many of the provisions not only make the Act clear, but also 


show the changes and amendments that have been made to the origi- 
nal Federal Reserve Act. 


Persons, Warren M. "Statistical and Chronological Chart (1875-1930)" 
Barron's The Financial Weekly.--This chart not only shows graph- 
ically the fluctuations in stock and commodity prices, interest 
rates, et cetera, but through a chronological arrangement, it 
permits the reader to visualize the effect of these events upoy 
the course of the statistics shown abovee 
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Pamphlets (Contin. ) 


Simmons, E. He He “Principal Causes of the Stock Market Crisis of 1929,."=-= 
An address delivered by the President of the Stock Exchange be=- 
fore the Transportation Club of the Pennsylvania Railroad, at 
Philadelphia on January 25, 1930. Obviously a defense of the ex= 
change and its members, It appears to have been printed and dis- 
tributed as a piece of good propaganda. 
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Ibid. October 5-December 28, 1929. Vol. 129, No. 3354 . 33666 
Literary Digest. May 22, 1920. Vol. LXV, No. 8. 

Ibid. October 9, 1920. Vol. LXVII, No. 2, 

Ibid. November 9, 1929. Vol. CIII, No. 6.4 


Noyes, Ae D. “The Banks and the Panic of 1893." Political Science 
Quarterly. Vol. 9, Pages 12-30. 


Philbrick, Frank S. “Mercantile Conditions of the Crisis of 18935." 
Quarterly Journal of Economics. Vol. VII, 1893. Pages 95-106. 
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